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Ethical Issues, Helps, and Challenges: 
Perceptions of U.S. Actuaries 
Therese M. Vaughan, Robert W. Cooper, and Garry L. Frank* 
Abstract 
This paper reports the findings of a survey of Fellows of the Casualty Actuarial 
Society (FCAS) to determine their perceptions of the key ethical issues and dilemmas 
facing the industry today and the factors they view as most helpful and challenging 
in resolving these dilemmas. The responses are compared to a previous survey of 
Fellows of the Society of Actuaries (FSA). The study finds that FSAs and FCASs tend 
to rank key ethical issues similarly and that both groups of actuaries tend to look first 
to their own personal values, second to certain factors in their business environment, 
and last to professional factors when resolving ethical dilemmas. Finally, the paper 
contains some implications for the actuarial professional associations as they attempt 
to assist their members in resolving ethical dilemmas. 
Key words: ethics, professionalism 
1 Introduction 
Recent years have seen significant activity among American 
actuarial organizations focused on professionalism. Both the Society 
of Actuaries (SOA) and the Casualty Actuarial Society (CAS) have 
instituted admissions courses that include professionalism and 
ethics.1 More recently the organizations have cooperated through the 
American Academy of Actuaries (AAA) to create the Actuarial 
Board for Counseling and Discipline (ABCD), from which all actuar-
* Therese M. Vaughan, Ph.D., ASA, ACAS, CPCU, is director of the Insurance Center 
at Drake University where she teaches courses in insurance and actuarial science. 
Robert W. Coorer, Ph.D., is Employers Mutual Distinguished Professor of Insurance at 
Drake UniverSIty. He previously was dean at The American College where he was 
responsible for the CLU and ChFC designation programs. 
Garry L. Frank, Ph.D. is a professor of public administration at Drake University 
where he teaches a course in business ethics. 
1 In the case of the CAS, this course must be completed prior to associateship; the SOA 
course is required for admission to fellowship. 
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ies are encouraged to seek help in matters dealing with professional 
conduct. All three organizations have promulgated codes of profes-
sional conduct to encourage professionalism and ethical behavior by 
their members. 
This paper reports the findings of two surveys of Fellows of the 
Casualty Actuarial Society eliciting their views on the major ethical 
problems today in the property I liability insurance industry and the 
factors they find helpful and challenging personally in resolving the 
ethical dilemmas they face at work. The surveys replicate previous 
surveys of Fellows of the Society of Actuaries conducted by Cooper 
and Frank (1992a, 1992b) in February 1991. A comparison of the 
results across actuarial groups suggests that the most problematic 
ethical issues are similar, as are the factors viewed as most helpful 
and challenging. By focusing on the issues of greatest concern and the 
factors viewed as most helpful in resolving them, some insights can 
be gained into approaches that may be taken by actuarial organiza-
tions to assist their members. 
2 Methodology 
2.1 The Survey Forms 
Two survey instruments are used. One measures the perceptions of 
Fellows of the Casualty Actuarial Society with respect to ethical 
issues and dilemmas important in the property I liability insurance 
industry. The other measures the factors that are helpful and chal-
lenging in resolving ethical dilemmas. The first survey contains an 
itemized list of 34 potential ethical issues (dilemmas); they are pre-
sented in Table 1. Issues 8 and 9 are most directly related to the prob-
lems of selecting assumptions to use in pricing and reserving and those 
encountered when dealing with regulators. The remaining 28 of the 
first 30 issues reflect ethical issues and dilemmas facing businesses 
and their employees in general. Issues 31 through 34 deal with ethi-
cal dilemmas of particular concern to business professionals. Survey 
participants are asked to rate each of the 34 statements on a five 
point scale, where a 5.0 means that it is a major ethical problem in 
the property I liability insurance industry and a 1.0 means that it is 
not a problem. In addition to rating the 34 issues presented in Table 1, 
respondents are asked to indicate what they feel is the most impor-
tant specific ethics problem facing those who work in the industry 
today. Finally, survey participants are asked to provide some demo-
graphic information, including how many years they have been mem-
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TABLE 1 :; 
Issue Ratings-All Res[!ondents ~ 
FCAS- FCAS- FSA- FSA- S. Employees Consultants Employees Consultants » Mean Mean Mean Mean () 
Rating Rank Rating Rank Rating Rank Rating Rank 2 
~ 
Issue 1 Failure to provide products and ~ 
services of the highest quality in the IJ 
eyes of the customer 2.667 2 2.947 3 2.78 4 2.90 4 iil 
$l 
Issue 2 Failure to provide prompt, honest o· 
responses to customer inquiries and (J) 
requests 2.488 6 2.827- 5 2.68 6 2.72 7 
Issue 3 Making disparaging remarks about 
competitors, their products, or their 
employees or agents 1.940 16 1.987 21 2.63- 8 2.52# 10 
-...j 
Issue 4 Misuse of proprietary information 1.810 23 2.079-- 19 1.88 21 1.77 26 
Issue 5 Misuse of sensitive information 
belonging to others 1.786 24 2.053 20 1.76 Z1 1.85 24 
Issue 6 Improper methods of gathering 
competitors' information 1.643 Z1 1.882 25 1.83 22 1.75 28 
Issue 7 False or misleading representation of 
products or services in marketing, 
advertising, or sales efforts 2.309 10 2.553 9 3.61- 3.60# < Q. 
Issue 8 Responding to pressure from clients 
and/or management to change 
Z assumptions used in pricing or 
reserving 3.277 3.592- N/A N/A N/A N/A !J 
_1'0 
Issue 9 Misrepresenting information provided co to regulators 2.512 4 2.829 4 N/A N/A N/A N/A co 
w 
< III 
TABLE 1 (continued) c co 
Issue Ratings-All Respondents =r-III 
FCAS- FCAS- FSA- FSA- ? 
Employees Consultants Employees Consultants () 
Mean Mean Mean Mean 0 0 Rating Rank Rating Rank Rating Rank Rating Rank "0 
-~ 
Issue 10 Conflicts between opportunities for III 
:::l personal financial gain (or other c.. 
personal benefits) and proper "'Tl 
performance of one's responsibilities 2.250 11 2.671' 8 2.83' 3 3.16#,## 3 til 
:::l 
A 
Issue 11 Conflicts of interest involving 
business or financial relationships 
with customers, suppliers, or 
competitors that influence or appear 
to influence one's ability to perform 
OJ his or her responsibilities 1.929 17 2.453' 11 2.19- 14 2.48## 12 
Issue 12 Conflicts of interest involving the 
marketing of products or services 
competing with those of one's own 
company 1.560 3) 1.865' 'Zl 2.18- 15 2.48#,## 11 
Issue 13 Conflicts of interest that involve 
working for a competitor, customer, 
or supplier without approval 1.393 33 1.750- 32 1.78- 26 1.99 18 
Issue 14 Misuse of company assets/property 1.869 21 1.974 22 1.83 Z3 2.05## 16 
Issue 15 Insider trading/other security trading 
problems 1.714 25 1.836 28 1.69 3) 1.87 Z3 m g: 
Issue 16 Giving excessive gifts or o· III 
entertainment 1.643 'Zl 1.776 31 1.80 25 1.73 29 -
Cii 
Issue 17 Receiving excessive gifts or en c 
entertainment 1.607 29 1.671 33 1.69 29 1.65 3) CD en 
C-
o 
TABLE 1 (continued) c 
..... 
Issue Ratings-All Respondents :::J ~ 
FCAS- FCAS- FSA- FSA- 0 
Employees Consultants Employees Consultants .... 
Mean Mean Mean Mean » C) 
Rating Rank Rating Rank Rating Rank Rating Rank C-
Ol 
Issue 18 Offering or soliciting payments or ~ 
contributions for the purpose of "1J 
influencing customers or suppliers 1.464 32 1.790- 29 1.61 31 1.61 31 Dl 
@. 
Offering or soliciting payments or Issue 19 C) 
contributions for the purpose of CD 
influencing government officials 1.560 ro 1.787 ro 1.81- 24 1.76 27 
Issue 20 Offering or soliciting payments or 
contributions for the purpose of 
<D 
obtaininQ, QivinQ, or keepinQ business 
1.679 a3 1.947- 24 1.92- 2) 1.89 22 
Issue 21 Offering or soliciting payments or 
contributions for the purpose of 
persuading employees of another 
company to fail to perform or 
improperly perform their duties 1.214 34 1.250 34 1.24 32 1.26 32 
Issue 22 Offering or soliciting payments or 
contributions for the purpose of 
influencing legislation or regulations 1.821 22 2.171- 15 2.08- 17 2.05 15 
< 
Issue 23 Willful inaccuracy of books, records, Q. 
or reports 2.000 15 2.342- 12 2.26- 12 2.59## 9 ...... 
-
Issue 24 Abuse of expense accounts 2.048 14 2.227 14 2.30- 11 2.19 13 Z !:l 
Issue 25 Anti-trust issues 2.202 12 2.171 15 2.03 18 1.92 21 .!" 
...... 
Issue 26 Relations with local communities 1.905 19 2.110 18 1.73 28 2.04## 17 <D <D 
W 
< ~ 
TABLE 1 (continued) c c.c 
Issue Ratings-All Respondents :::; ~ 
FCAS- FCAS- FSA- FSA- .=:J 
Employees Consultants Employees Consultants 0 
Mean Mean Mean Mean 0 0 
Rating Rank Rating Rank Rating Rank Rating Rank "0 .~ 
Issue 27 Office/agency closings and layoffs 2.452 7 2.160 17 2.35 10 2.16 14 ~ 
=:J 
c.. 
Issue 28 Discrimination in the workplace 2.179 13 2.289 13 2.08 16 1.98 19 
" til 
Issue 29 Drug and alcohol abuse 1.893 aJ 1.973 23 2.20',- 13 1.92 aJ =:J ;0;-
Issue 30 Employee theft 1.917 18 1.882 25 1.99- 19 1.77 25 
Issue 31 Lack of knowledge or skills to 
perform one's duties competently 2.512 4 2.789 6 2.65 7 2.78 6 
.... 
0 Issue 32 Failure to identify the customer's 
needs and recommend products and 
services that meet these needs 2.578 3 2.960' 2 3.26' 2 3.40# 2 
Issue 33 Failure to be objective with others in 
one's business dealings 2.325 9 2.553 9 2.61' 9 2.70 8 
Issue 34 Misrepresenting or concealing 
limitations in one's abilities to provide 
services 2.441 8 2.790' 6 2.73' 5 2.80 5 
= siQnificantly Qreater than the FCAS-employee value at the 0.05 level Pearson correlation coefficients: 
All Issues-FCAS(Emp.)/FCAS(Cons.) = 0.9450 m 
- = siQnificantly Qreater than the FSA-consultant value at the 0.05 level Common issues-FCAS(Emp.)/FSA(Emp.) = 0.8187 5' FCAS(Cons.)/FSA(Cons.) = 0.8579 o· 
# = significantly greater than the FCAS-consultant value at the 0.05 level Spearman correlation coefficients: 8:. 
All Issues-FCAS(Emp.)/FCAS(Cons.) = 0.9372 en ## = significantly greater than the FSA-employee value at the 0.05 level Common issues-FCAS(Emp.)/FSA(Emp.) = 0.8552 (J) 
FCAS(Cons.)/FSA(Cons.) = 0.8579 c (!) 
(J) 
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bers of the CAS and their level within their company (senior man-
ager, middle manager, or nonmanagement). 
The second survey deals with potential helps and challenges in 
responding to ethical dilemmas. The survey lists the 16 potential 
helps and 18 potential challenges found in Tables 2 and 3, respec-
tively. Again, respondents are asked to rate these on a five point 
scale. For the helps, a 5.0 means the factor is extremely helpful and 
a 1.0 means it is not helpful. For the challenges, a 5.0 means it pre-
sents a significant challenge and a 1.0 means it does not present a 
challenge. Respondents also are permitted to indicate NA if the 
helps or challenges are not available or not applicable. Two open-
ended questions ask the respondents to indicate other factors they 
find helpful in resolving ethical dilemmas and other factors that 
present ethical challenges. Finally, the survey collects demographic 
information on the number of years the respondent had been a member 
of the CAS, how long he or she has worked for the current employer, 
and his or her level within the company. 
Both of these surveys are nearly identical to the surveys of FSAs 
conducted by Cooper and Frank in February 1991. (Minor changes are 
made to incorporate issues, helps, and challenges that are likely to 
be relevant for casualty actuaries.) This makes it possible to compare 
the FSA and FCAS group responses and draw conclusions about their 
similarities and differences. 
2.2 The Samples 
The Casualty Actuarial Society supplied two sets of mailing 
labels for actuaries practicing in the U.S.: 504 property I liability 
company employees and 248 consultants. It is possible that the ethi-
cal dilemmas viewed as important may differ between actuaries 
employed at insurance companies (which would tend to be larger 
companies) and those consulting (primarily to smaller companies); 
therefore, the issues survey was mailed to both company employees 
and consultants. The helps and challenges survey was mailed only to 
a sample of company employees.2 
2 Sending the helps and challenges survey only to company employees while sending 
the issues survey to both company employees and consultants was done for several rea -
sons. First, given the limited number of FCAS consultants available to survey, the 
design focused on identifying differences in perceptions of issues by employees and con-
sultants, which both intuition and previous ethics research suggest are more likely to 
differ for the two groups than are helps and challenges. Second, the design replicates 
the design of the earlier FSA studies (which reflects discussion with the staff of the 
SOA) and thus permits comparison between the two groufs of actuaries in this paper. 
The FCAS study split the company employee group-hal received the issues survey, 
and half received the helps and challenges survey. The consultant group only received 
11 
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Survey forms were mailed in July 1993. Responses were returned 
by 84 of the 252 company employees receiving the issues survey (33 
percent) and 76 of the 248 consultants (31 percent). The helps and 
challenges survey generated responses from 112 of the 252 company 
employees that received it (44 percent).3 
3 Findings 
3.1 FCAS Groups: Perception of Issues 
Table 1 provides the mean ratings for each of the 34 ethical 
issues based on the individual ratings given to each issue by all 
respondents, with separate results reported for employees and consul-
tants. The table also shows the rank of each issue based on the size 
of the issue's mean rating relative to the size of the other issue 
means for the same group of actuaries. For example, Issue 1 (failure to 
provide products and services of the highest quality in the eyes of 
the customer) is rated 2.667 on average by the respondents in the 
FCAS company employee group and has the second highest issue 
mean rating for that group. 
Only one issue received a mean rating of over 3.0-Issue 8, 
responding to pressure from clients and/or management to change 
assumptions used in pricing or reserving. This issue is ranked number 
one by both the company employees and consultants. While the other 
issues have mean ratings less than 3.0, the percentage of respondents 
indicating 3.0, 4.0, or 5.0 for an issue suggests that many of the issues 
present ethical problems for rather substantial percentages of those 
in the industry. 
The FCAS company employee and consultant groups rank the 
same six issues as the major ones facing the property/liability insur-
ance industry (although they are in slightly different order in each 
group). The consultants rate an additional issue (Issue 34) as tied for 
sixth place. These seven issues and their relative rankings for FCAS 
employees and consultants are: 
the issues survey. Each of the surveys was reviewed by representatives of the CAS or 
SOA. 
3 These response rates are somewhat lower than the FSA response rates. In that case, 
48 percent of company employees and 46 percent of consultants responded to the issues 
survey, and 41 percent responded to the helps and challenges survey. While there are 
no obvious explanations for the differences In response rates, it should be noted that 
the CAS had just conducted an extensive survey of its membership when the current 
survey was mailed. 
1? 
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a) Responding to pressure from clients and/ or management to change 
assumptions used in pricing or reserving (1, 1).4 
b) Failure to rrovide products and services of the highest quality in 
the eyes 0 the customer (2, 3). 
c) Failure to identify the customer's needs and recommend products 
and services that meet these needs (3, 2). 
d) Misrepresenting information provided to regulators (4, 4). 
e) Lack of knowledge or skills to competently perform one's duties 
(4, 6). 
f) Failure to provide prompt, honest responses to customer inquiries 
and requests (6, 5). 
g) Misrepresenting or concealing limitations in one's abilities to pro-
vide services (8, 6). 
Issue 27, office/agency closings and layoffs, ranks relatively high 
for company employees (and not for consultants). Recent restructuring 
in the property/liability industry and the effects of the soft market 
evidently are leaving their effects. 
Statistically significant differences5 between the company 
employee and consultant groups are reported for four of the seven top-
ranked issues (Issues 2, 8, 32, 34). For these four issues (which deal 
with consumer/client problems) the consultant mean ratings are 
higher than the employee ratings, perhaps reflecting the consultants' 
greater contact with clients and others outside the firm. The appar-
ent importance of these differences diminishes, however, when one 
examines the correlation coefficient for the mean ratings of the 34 
issues, 0.9450.6 This high correlation indicates that the order of the 
issues is similar for the two groups? 
4 For example, (2,3) means FCAS employees rank the issue second, while FCAS consul-
tants rank the same issue third. 
5 t-tests are used to test for differences in means throughout the paper. F statistics are 
calculated to test for equality in variances. In most cases the variances are not found to 
be different, so pooled variance t-tests are used in these cases. Where differences in 
the variances are found, a separate variance t-test is used. The possibility of response 
bias exists because of the somewhat small response rates (not atypical of this type of 
study). 
6 The numbers reported in the text of this paper are the Pearson product moment corre-
lation coefficients. Because the tables also include ranks, the Spearman rank order cor-
relation coefficients also are calculated and reported in the tables. 
7 Little difference is found among actuaries at different organization levels with 
respect to their order of the issues. All groups rank Issue 8 first. The correlation coeffi-
cient for the mean ratings is 0.9354 for senior manager and middle manager company 
employees and 0.9037 for senior manager and middle manager consultants. The order of 
issues is somewhat less similar, however, for nonmanagerial personnel and managers 
for the consultant survey. 
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As expected, the actuaries rate those issues most closely related 
to selecting assumptions in pricing and reserving and dealing with 
regulators among the highest (Issues 8 and 9).8 Evidence of the 
importance with which actuaries view these issues is found in the 
responses to the open-ended question asking for the most important 
ethical problem facing those working in the industry. Several 
responses deal with the current regulatory environment, which is con-
sidered, as one respondent termed it, "too political." Respondents 
raised concerns about dealing with consumer advocates and regulators 
who do not follow professional standards of practice. One respondent 
stated "Unethical rate suppression leads to unethical support for rate 
filings." 
The remaining five issues identified by the respondents as pre-
senting the greatest ethical problems to the industry combine business 
and professional ethics issues. Two are related to the ethical respon-
sibilities of businesses and their employees in general (Issues 1 and 
2). The other three are ethical issues of special relevance to profes-
sionals (Issues 31, 32, and 34). All four of the professional issues 
included in the survey form (Issues 31 through 34) are ranked in the 
top ten by both company employees and consultants. 
Three of the highest rated issues relate to providing proper ser-
vice to customers (Issues I, 2, and 32). While these may be viewed as 
ethics problems, they are also part of a much broader question of just 
how the industry does business. Much has been written about the 
industry's poor relations with consumers and the need to provide 
quality customer service.9 Customer service is a major focus of the 
total quality management (TQM) movement now fashionable with 
the insurance industry (and others). It is not surprising that these 
issues are rated highly. 
3.2 Comparison with FSA Study Findings: Perception of 
Issues 
Table 1 also shows the issue means and rankings for the earlier 
survey of company employee and consultant FSAs (Cooper and Frank 
1992b). FCAS Issues 8 and 9 are not in the FSA survey.10 The correla-
8 For a thorough discussion of the ethical dilemmas faced by actuaries in these areas, 
see Feldblum (1993). 
9 See, for example, Roberts (1993) who reports on the proposed creation of a fermanent 
quality insurance congress to address the problem of improving the quality 0 the insur-
ance industry, with particular emphasis on improving service. 
10 This is unfortunate because, as one reviewer noted, Issue 8 may be the principal issue 
for pension actuaries while Issue 9 is common to all actuaries. 
14 
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tion coefficient for the mean ratings of common issues for FCAS 
employees and FSA employees is 0.8187; for FCAS consultants and 
FSA consultants it is 0.8579. Not surprisingly (because these actuaries 
are in essentially different industries), these are lower than the 
FCAS employee/FCAS consultant correlation coefficient previously 
reported. 
The top issues, as rated by FSAs and FCASs, however, are simi-
lar. With the exception of Issues 8 and 9 (which are not included on 
the FSA survey), all of the top seven FCAS issues also are ranked in 
the top seven by both the FSA company employees and consultants. 
The FSAs (both employees and consultants) give the highest rat-
ing to Issue 7 (false or misleading representation of products and ser-
vices in marketing, advertising, or sales efforts), while the FCASs 
rank Issue 8 highest. The importance of Issue 7 in the life insurance 
industry likely is driven by a concern over misleading policy illustra-
tions,ll perhaps the life insurance equivalent to the 
property /liability problems with pricing and reserving. Both deal 
with the fundamental actuarial problem of selecting assumptions to 
illustrate or predict the future. Also, in both cases the information 
will be used by outside parties (consumers in the life case, regulators 
in the property / liabili ty case) .12 
The issues ranked second and third by the FCASs (Issues 1 and 
32) rank fourth and second for the FSAs. The next two highest rated 
issues (of those common to both studies) for the FCASs (Issues 31 and 
2) are also in the top seven FSA issues. These issues (two business-
related and two professional-related) reflect a high degree of concern 
about relations with customers and the industry's willingness/ ability 
to provide adequate and appropriate products and service. 
3.3 FCAS Survey: Helps 
Table 2 provides the mean ratings and ranks for the survey's 16 
potential helps and the percentage of respondents that indicate each 
help is not available or applicable. (NA responses are not included 
in the mean ratings.) The potential helps in the survey form are clas-
11 Cooper and Frank (1992b) report that the survey's 0r.en-ended question elicited 
responses focusing heavily on the use of misleading policy Illustrations. 
12 Issue 3 (making disparaging remarks about competitors, their products, or their 
employees or agents) is Significantly higher in importance for the FSA respondents 
than for FCAS respondents. This issue ranks in the top ten for both FSA company 
employees and consultants, but is ranked 16 and 21 for FCAS employees and consultants, 
respectively. The importance of this issue may reflect the general concern about 
marketing-related issues in the life insurance industry; for example, the problem with 
policy illustrations. 
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sHied into three groups: one's personal attributes/environment (H15 
and HI6), business environment (H5 through HI4), and professional 
environment (HI through H4). The results indicate that respondents 
find a number of these resources helpful in resolving ethical dilem-
mas encountered in work. Only four of the 16 potential helps have 
mean ratings below 3.0 (H2, H4, H6, and H7). 
The five factors ranked most helpful to the respondents for 
resolving ethical dilemmas encountered in their work are (from 
highest to lowest): 
a) Personal moral values and standards. 
b) The fact that your immediate boss does not pressure you into com-
promising your ethical standards. 
c) Ability to go to your boss for information and advice on ethical 
issues. 
d) A company environment/culture that does not encourage you to 
compromise your ethical values to achieve organizational goals. 
e) A company management philosophy that emphasizes ethics in 
business operations. 
Respondents rate their own personal moral values and standards 
most helpful. All of the remaining four major helps relate to the 
actuary's work environment. The actuary's immediate boss is a major 
source of help (second and third), and the company culture and man-
agement philosophy are close behind (fourth and fifth). Two of these 
most helpful factors (HID and H13) deal with merely the absence of 
pressure to compromise one's own ethical standards. This suggests 
that one way companies and managers can assist employees is by nei-
ther explicitly nor implicitly pressuring them to go against their 
ethical values. 
In spite of the fact that the company environment appears to be a 
major source of assistance in resolving ethical dilemmas, many 
respondents report formal company systems are not available to 
them. Thirty-eight percent of respondents report that a program or 
department in their company to which they could report unethical 
activity (H7) is either not available or not applicable, and 49 per-
cent report company ethics training (H6) as unavailable. Even when 
these resources are available, respondents tend to rate them among 
the least helpful factors; both have mean ratings below 3.0. 
Relatively more helpful is a company code of ethics, which earns a 
mean rating of 3.4 but is not available to 14 percent of respondents. 
16 
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TABLE 2 g, 
Potential Helps-All Respondents » 
FCASs FSAs (') 2" Mean Mean ~ Rating Rank %NA Rating Rank %NA 8l 
H1 The codes of professional conduct of the Casualty Actuarial Society "'lJ iii [Society of Actuaries] and the American Academy of Actuaries 3.327 9 2 3.48 7 0.8 ~ 
H2 Materials on ethics published by the Casualty Actuarial Society [Society of o· CD 
Actuaries] and the Academy of Actuaries 2.954 13 3 3.04 12 4.6 
H3 Professional meetings where ethical issues can be discussed with other 
actuaries 3.140 12 4 2.92 13 6.9 
--J H4 The Actuarial Board for Counseling and Discipline (ABCD) of the American Academy of Actuaries 2.510 15 4 N/A N/A N/A 
H5 Your company's code of ethics or similar policy on ethical conduct 3.438 8 14 3.35 9 14.4 
H6 Ethics training provided by your company 2.526 14 49 2.54 15 54.0 
H7 A program or department in your company to which you can report 
unethical activity 2.300 16 :E 2.56 14 47.1 
H8 A company management philosophy that emphasizes ethics in business 
operations 3.822 5 4 3.79 5 3.4 
< 
H9 Clear communication of appropriate ethical behavior by company Q. 
management 3.562 7 6 3.46 8 9.1 
Z 
!=> 
-I\) 
<D 
<D 
W 
co 
TABLE 2 (continued) 
Potential Helps-All Respondents 
FCASs 
Mean Mean 
Rating Rank %NA Rating 
H10 A company environment/culture that does not encourage you to 
compromise your ethical values to achieve organizational goals 3.981 4 4 3.91 
H11 Ability to go to your boss for information and advice on ethical issues 4.055" 3 3 3.79 
H12 Ability to go beyond your boss to higher level managers for information 
and advice on ethical issues 3.258 10 13 3.21 
H13 The fact that your immediate boss does not pressure you into 
compromising your ethical standards 4.402" 2 4 4.16 
H14 Help from your co-workers in resolving your ethical dilemmas 3.248 11 3 3.23 
H15 Your own personal moral values and standards 4.795 0 4.80 
H16 Your family and friends who provide support and insight for you in 
resolving ethical conflicts 3.706 6 3 3.75 
" = significantly greater than the FSA value at the 0.05 level 
[1 = wording on the FSA survey form for these statements 
Pearson correlation coefficient: FCAS/FSA = 0.9838 
Spearman correlation coefficient: FCAS/FSA = 0.9736 
FSAs 
Rank 
3 
4 
11 
2 
10 
6 
%NA 
3.1 
1.9 
13.7 
1.1 
2.3 
0.0 
1.5 
< III 
c:: 
(Q 
::r 
III 
:::l 
() 
o 
o 
"0 
~ 
III 
:::l 
c.. 
"Tl 
Ql 
:::l 
'" 
m 
5' 
o· 
~ 
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(f) 
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Respondents tend to give relatively low ratings to resources pro-
vided by the professional societies. Two of the four helps related to 
professional resources (HI to H4) receive ratings below 3.0 (H2 and 
H4). The Actuarial Board for Counseling and Discipline ranks 15th 
out of the 16 helps, possibly because it is relatively new and respon-
dents have had little experience with it.13 Additional surveys are 
necessary to determine more precisely the reason for ABCD's rela-
tively low rank. 
To summarize, FCAS company employees tend to look first to per-
sonal values, second to certain factors in their business environment, 
and last to resources in their profession when resolving ethical 
dilemmas. Resources from their profession tend to be viewed as rea-
sonably helpful, but less helpful than most factors in the business 
environment. The responses also suggest that businesses should ensure 
that managers are equipped to deal with their own ethical dilem-
mas and those encountered by their subordinates in the course of 
work. One of the best things a business can do to encourage ethical 
behavior is to refrain from pressuring managers and employees to 
compromise their own personal values. 
3.4 Comparison with FSA Study Findings: Helps 
Table 2 also shows the helps ratings and ranks for the earlier 
survey of FSAs (Cooper and Frank 1992a). The five most important 
helps, as rated by respondents to the FSA survey, are identical to 
those found in the FCAS survey. Moreover, they are in virtually the 
same order of importance (the exception being HI0 and Hll, which 
are reversed in order). The correlation coefficient for mean ratings of 
the FCAS and FSA respondents is 0.9838, indicating a high degree of 
similarity in the ordering of their responses. The mean ratings of 
only two helps (Hll and H13, both of which relate to the respon-
dent's relationship with his or her immediate boss) are significantly 
different, with the FCAS ratings higher than the FSA ratings. 
3.5 FCAS Survey: Challenges 
Table 3 provides mean ratings by the FCAS company employees 
for each of the survey's 18 potential challenges and the percentages 
that report NA. (NA responses are not included when calculating the 
mean ratings.) All of the mean ratings are below 3.0, indicating that 
13 Following the comparison of the FSA and FeAS results, some suggestions for ways 
the professional societies can improve the helpfulness of professional factors are given. 
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the factors generally are not viewed as presenting particularly sig-
nificant challenges to large percentages of the respondents. Nearly 
all of the challenges, however, receive a rating of 5.0 (presents a 
very significant challenge) by at least some of the respondents, and 
most are rated 3.0, 4.0, or 5.0 by at least 25 percent of respondents. 
This suggests that these challenges, while not viewed as widespread 
problems, are sufficiently pervasive that they should not be ignored 
by management. Managers and supervisors need to be alert to identify 
and handle (on an individual basis) those situations where reason-
ably significant challenges are encountered by members of their staffs 
in attempting to respond appropriately to ethical dilemmas at work. 
The five challenges ranked as the most problematic in the 
respondents' personal efforts to act ethically are (from most to least): 
a) Intense competition in the insurance industry that forces owners, 
managers, and others to focus on the bottom line and not on busi-
ness ethics. 
b) Competition encountered in business activities. 
c) Conflict between duty to the employer or clients and duty to regu-
lators or the public. 
d) Conflict between duty to the employer and duty to the clients. 
e) Pressure from others compensated by commissions. 
The two challenges rated the highest deal primarily with com-
petitive pressures. The importance of these pressures as a challenge 
to behaving ethically is found in previous studies of insurance profes-
sionals (e.g., Cooper and Frank 1991a, 1992a). While economic theory 
suggests that competition is good for business and its owners, perhaps 
its impact from an ethical standpoint is not always favorable, espe-
cially when the rights and obligations of other stakeholders (such as 
customers, employees, and the general public) are taken into consid-
eration. 
That actuaries may have difficulties ascertaining and balancing 
the rights and obligations of the various stakeholders is seen in the 
third and fourth highest-rated challenges. Both deal with conflict 
between duty to one's employer and duty to other stakeholders 
(public/regulators and clients). The third highest rated challenge 
(involving conflict between duty to employer and public/regulators) is 
related closely to Issues 8 and 9 on the issues survey, which also 
receive high ratings. 
22 
Journal of Actuarial Practice Vol. 1, No.2, 1993 
3.6 Comparison with FSA Study Findings: Challenges 
The factors cited by FCAS respondents as presenting the greatest 
challenges to their personal efforts to act ethically are similar to 
those cited by the FSAs in the Cooper and Frank (1992a) study. 
Three of the top five FCAS challenges (C1, CS, and C6) are also in 
the top five FSA challenges. One of the remaining two (C4) is not 
included in the FSA survey, and one (CIS) is ranked sixth by the 
FSAs. Both groups of actuaries rate Challenge 6 (intense competition 
forcing a focus on the bottom line) as the most troublesome. As in the 
helps case, the correlation between the FCAS and FSA groups is 
high, 0.9819. 
4 Summary and Conclusions 
The ethics literature recognizes that professionals working in a 
business environment may look to a variety of factors to assist them 
in resolving ethical dilemmas and that the relative importance 
placed on these factors may vary across professional groups. Raelin 
(1989) distinguishes the "cosmopolitan" professional, who "pledges 
loyalty to the profession" and the "local" professional who extends 
loyalty to the business organization. A cosmopolitan professional 
should tend to value professional resources higher than those related 
to the business environment when resolving ethical dilemmas. 
The results of this study indicate that actuaries tend to look first 
to their own personal values, next to certain factors in their business 
environment, and only then to professional factors. That is, actuaries 
tend to be more local than cosmopolitan in their search for solutions 
to ethical problems. This is not to say that professional factors are 
unimportant; rather, they tend to be viewed as less helpful than 
business factors. These results are consistent with prior studies of both 
insurance and accounting professionals.14 
These findings suggest that one way the professional actuarial 
societies could assist their members is to improve the helpfulness of 
the professional factors (e.g., the codes of professional conduct, pub-
lished materials on ethics, professional meetings as a place to discuss 
ethical issues, and the recently established ABCD). A recent paper 
by Feldblum (1993) makes a similar suggestion. After examining the 
ability of the AAA Code of Professional Conduct to distinguish ethi-
cal and unethical behaviors, Feldblum recommends that the Code be 
14 The relative importance of business factors over professional factors has been found 
in studies by Cooper and Frank (1991a and b) and Heaston, Cooper, and Frank (1993). 
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supplemented with guidelines, explanations and interpretations, and 
case studies.15 Some actuaries fear, however, that too much speci-
ficity would reduce actuarial work to a cookie cutter approach to 
solving problems. While there are legitimate differences of opinion 
over what form (e.g., guidelines, case studies) supplemental mate-
rials should take and how rigid and enforceable they should be, it 
seems clear that the professional societies can do more to improve 
the helpfulness of professional factors. 
The professional societies should recognize in developing a plan 
for ethical guidance, however, that the business environment tends to 
be among the first places actuaries look for help and that the boss is 
among the first places they go within the business environment. 
Because many actuaries are managers ("bosses"), they have both an 
opportunity and a responsibility to influence the ethical environment 
in which they work. The most effective efforts by the professional 
societies to foster ethical behavior may be those efforts aimed at 
enhancing their members' ability to contribute to an ethical business 
environment. 
There are two directions that could be taken by the professional 
organizations to assist their members in influencing the business envi-
ronment. The first is aimed at changing the internal business environ-
ment; that is, assisting members to contribute to a corporate culture 
that encourages and rewards ethical behavior. This would involve, 
for example, training manager-actuaries to identify and counsel sub-
ordinates facing ethical dilemmas. It could involve assisting man-
ager-actuaries in their efforts to introduce ethical resources in their 
own firms. For example, the professional societies could provide edu-
cation on how to create an effective corporate code of ethics and how 
to implement corporate programs providing assistance to employees in 
resolving ethical dilemmas. 
The second direction is aimed at influencing the external business 
environment by addressing the issues that actuaries find most trouble-
some. For life actuaries, the number one issue is policy illustrations; 
for casualty actuaries, it is pressure to change assumptions in pricing 
and reserving. These issues are within the actuary's realm of exper-
tise, but competitive pressures within the industry make it difficult 
for one individual to act alone. For example, many companies appar-
ently discount loss reserves implicitly on statutory financial state-
15 Feldblum concludes that the Code is merely a first step to the development of a 
guide for ethical behavior. "To be universally applicable, the Code must be general: it 
prohibits that which is clearly wrong, but it Ieaves the ambiguous untouched. In prac -
tice, ethical dilemmas come In shades of gray, for which noole precepts provide Insuf-
ficient guidance." 
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ments, in spite of statutory prohibitions against discounting,16 To the 
extent this is an industry-wide phenomenon and individual companies 
are targeted for supervision by the degree to which their financial 
results vary from the norm, it would be difficult for a single company 
to behave differently. Professional associations could influence this 
situation by aggressively pursuing realistic statutory accounting stan-
dards. On the life side, the associations could pursue clearly defined 
guidelines for policy illustrations,17 
Both life and casualty actuaries also give high rankings to issues 
focusing on relations with consumers and providing quality products 
and services that meet consumer needs. These issues rest on the heart 
of the major problem facing the industry-the public's lack of trust 
and the need to rebuild that trust. This is a problem not easily 
addressed, but one that has received significant attention in recent 
years. Actuaries should play a major role in rebuilding that trust, 
both individually (by encouraging an emphasis on ethical and sound 
business practices) and as a group (by developing industry-wide 
responses to the problem). 
References 
Cooper, R.W. and Frank, G.L. "Factors Influencing the Ethical Decision Making of 
CPCUs." CPCU Journal 44 (1991a): 84-100. 
Cooper, R.W. and Frank, G.L. "Ethics in the Life Insurance Industry: The Issues, Helps, 
and Hindrances." Journal of the American Society of CLU and ChFC 45,5 (1991b): 
54-66. 
16 Feldblum (1993) provides a concise description of the ethical dilemma faced by casu-
alty actuaries expressing loss reserve opinions. "The Code is clear: the actuary must set 
full value reserves if these are required by law or regulation. Insurance practice, which 
is constrained by business reality, not by the AAA Code, is also clear: many insurers 
have been setting implicitly discounted reserves, and actuaries have been giving 
unqualified opinions approving them." 
17 An example of the part a professional association can play in affecting the external 
environment is found in recent SOA activity on illustrations. The SOA Task Force for 
Research on Life Insurance Sales Illustrations recently looked at this problem and rec-
ommended that the use of sales illustrations be limited to showing tli.e consumer "the 
mechanics of the policy being purchased" (Type A usage). The task force concludes 
that the use of safes ilIustrations for comparing cost or performance of different poli-
cies (Type B usage) is "fundamentally inappropriate" because they are inherently 
incapable of accounting for differences in risk across policies. While the task force 
made recommendations for the development of specific standards, disclosures, and regu-
lations for both Type A and Type B usage, it also recommended a long-term strategy of 
educating users (including agents, home office employees, and consumers) about the 
appropriate use of illustrations. See Final Report oJ the Task Force for Research on Life 
Insurance Sales Illustrations (1993). The National Association of Insurance 
Commissioners has announced its intent to examine the problem of policy illustrations. 
Among the issues it will address is the appropriateness of Type A and Type B usage. 
This presents a good opportunity for the AAA to participate in this debate, as sug-
gested by the task force report. 
25 
Vaughan, Cooper, and Frank Ethical Issues 
Cooper, R.W. and Frank, G.L. "Professionals in Business: Where Do They Look for 
Help in Dealing with Ethical Issues?" Business and Professional Ethics Journal 11, 
2 (1992a): 41-56. 
Cooper, R.W. and Frank, G.L. "Key Ethics Issues Facing the Industry: The Views of 
Other Life Insurance Professionals." Journal of the American Society of CLU and 
ChFC 46,2 (1992b): 76-82. 
Feldblum, S. "Professional Ethics and the Actuary." The Actuary as Business Manager: 
Casualty Actuarial Society 1993 Discussion Paper Program (1993): 1-52. 
"Final Report of the Task Force For Research on Life Insurance Sales Illustrations 
Under the Auspices of the Committee for Research on Social Concerns." 
Transactions of the Society of Actuaries, 1991-92 Reports of Mortality, Morbidity and 
Other Experience (1993): 139-279. 
Heaston, P.H., Cooper, R.W. and Frank, G.L. "The Ethical Environment of the Internal 
Auditor." Internal Auditor 3 (1993): 18-23. 
Raeiin, J. A. "Professional and Business Ethics: Bridging the Gap." Management Review 
78 (1989): 39-42. 
Roberts, S. "Quality Lacking, Industry Told." Business Insurance (September 6, 1993): 2, 
36. 
Therese M. Vaughan, Robert W. Cooper, and Garry L. Frank 
Drake University 
212 Aliber Hall 
Des Moines, Iowa 50311 
26 
